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How ESPCs Work

1. Before ESPC: Funds are wasted on energy and O&M
costs
2. During ESPC:

— Private Sector finances,
installs and maintains new
energy efficient equipment,
at no upfront cost to

overnment

Contractor Cost — Energy savings are
Payment Savings Savings guaranteed by contractor

Govt Savings

Energy
Government

Energy Bill
O&M Costs

— Government pays off
investment with savings on
utility bill

3. After ESPC: Government
keeps the savings after
investment is paid off

Energy Bill
O&M Costs

Energy Bill
O&M Costs

1. Before 2. During 3. After
ESPC ESPC ESPC

Benefits vs. Appropriations

Congress established the ESPC program in 1992, and
reauthorized it to 2016. The program improves the
Government’s energy efficiency by harnessing private sector
resources to provide a flexible, cost effective, market based
way to reduce energy consumption without incurring upfront
capital costs.

It is unlikely that Congress will place a higher priority on
funding retrofit projects in the near future than in the recent
past (ORNL, 2002) and most projects do not receive timely,
full and up-front appropriations (LBL, 2005).

Delays of more than one year in obtaining congressional
appropriations result in reduced net benefits relative to
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ESPC-financed projects. Waiting for appropriations may
result in significant lost savings opportunities for Federal
Agencies (LBL, 2005).

Net benefits of 109 Super ESPC projects vs appropriated funds with 1% and 2% savings
decay rates (7% discount rate)

250

MESPC financed
W Appropriated, 1% savings decay rate
OAppropriated, 2% savings decay rate

200

Rapid loss of
benefits if
appropriations
delayed

150

100

$ (in millions, 2003 dollars)

50

Years of delayed appropriations
Graphed from Hopper et al., Public and Institutional Markets for ESCO Services: Comparing Programs, Practices and Performance, LBL, 2005
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ESPC Project Timelines

Secretary Bodman has challenged us to complete the
TEAM Initiative goals on a drastically accelerated
timeline.

In short, the ESPC Process works as such:

TEAM TIMELINE GOALS

1. ESCO Selection Phase 1: 8/8/2007 Phase 2: 10/11/2007

2. Kickoff Meeting Phase 1: 8/15/2007  Phase 2: 10/16/2007

3. Initial Proposal + 60 Days from Kickoff Meeting

4. DOE Review + 15 Days from IP submission

5. Notice of Intent to Award Immediately follows DOE Review

6. Detailed Energy Survey + 90 Days from IP submission

7. DOE Review + 30 Days from DES submission

8. Delivery Award + 60 Days from DES submission
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In order to expedite the TEAM Initiative, Energy Service
Companies (ESCOs) have been proposed to DOE sites,
based on known past experience or familiarity with the
sites, or by geographic

region that the ESCOs are allowed, by terms of the Super
ESPC contract, to work in. All ESCOs have been pre-
approved for energy savings performance work at
Federal facilities under the Super ESPC contract.

In some cases, the DOE site may wish to select their own
ESCO. This is allowed, but sites should bear in mind the
overall goals of the TEAM Initiative: to achieve
maximum savings at an accelerated pace. ESCO
selection may take time and ultimately delay the
accomplishment of the Secretary’s goals.
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